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- MEMORANDUM
SﬁBJECT: : Guidancé for Financial Responéibility in

Federally-aAdministered UIC Class II Programs
UIC Program Guidance #65

FROM: Michael B. Cook Dlrecto /[4 9/(25&1
s Office of Drlnklng Waterr(wh‘@s 4

TO: _ - Water Management DlVlSlon Directors
- Regions I-X

Purpose

This guidance revises previous procedures for financial
responsibility demonstrations by Class II injection well
‘operators. Spe01flcally, this guidance incorporates a humber of
the recommendations the national Workgroup developed after
assessing experience, to date, in this aspect of direct
implementation programs. -

Baékgfound

UIC Program Guidance #39, issued on May 29, 1985,
supplemented ODW’s June 1984 guidance manual on "Flnanc1al
Assurance for Federally-Administered UIC Programs." 1In keeplng
. with the initial Agency decision to allow for the use of
flexible criteria by the Regions to determine the adequacy of
financial responsibility mechanisms, a Workgroup was formed in
‘late 1987 to evaluate program experience, to date, and to
revise/update program guldance wherever necessary. The
Workgroup was specifically charged to investigate alternatives
and improvements for Class II operations since they constitute
the largest part of the regulated community and have posed the
most difficult compliance issues in this area. These changes
will be the first part of a longer term effort to revise the
Guidance Manual. ‘



Guidance

The Workgroup recommendations that have been endorsed by ODwf':f
management are grouped topically. Highlighted in Attachment I e

are areas where the Workgroup will.continue to examine, reflne
or modify f;nanc1al respon51blllty procedures,

Each area of change is hlghllghted with an explanatldn'of"""

the need for the rev151on based on the Workgroup’s rev1ew and .
flndlnqs .

A. Financial Statements

1. - Recommended Revisions

* All financial statement demonstratlons should be : ”'

updated and reviewed annually.

* A "full" auditor’s opxnzon is to be consmdered
the only acceptable verification of the submitted Chief -
Financial Officer’s (CFO} statement. 1In such a case, the CFC!’ s

letter must be accompanied by an auditor’s opinion verlfylng the

flgures in the letter.

- * The only acceptable alternative to an L
independent auditor’s opinion would be the submission of an
annual corporate report distributed to sharehclders, also known
as a "glossy" financial statement, SEC 10K Report, or a FERC -
Form 2, which are audited documents. ' X

2. Rationale

* Farlier guidance did not incorporate an update
cycle for submissions of financial statements. . However, the
fundamental premise of the use of statements is as an 1nd1cator
"of current financial "well- belng" Given the dramatic changes -
in oil industry economics, it is imperative to review them on &
predictable, regular cycle which should alert a reviewer to -

potential financial difficulties; tracking and trend analys1s dfuﬂ'

this data will help heighten the adequacy of this

" demonstration. Such a trend analysis will be examined under

ODW’s LOE contract with the goal of developing an early warnlng

system that detects troubllng financial trends. Many :
publicly-held corperations supply such data already to cilents-

~and shareholders, and the institution of this requirement w1ll

have mlnlmal 1npact on the regulated community.

: * "Glossies", 10K or Form 2 reports are, in.
general, based on full scale audits and can be regarded as.
acceptabple functicnal equlvalents




B. Bonds
1. Recommended Revisions
* Requilre the review of all types of bond

submittals to assure that the bonding company is tested (and
approved) under Department of Treasury Clrcular 570.

A list of bonding companies active nationally in
both primacy and direct implementation programs is supplied as
Attachment II and may prove a useful tocl for operators who have
had difficulty in obtaining a bond.

2. . Rationale
* The need to review bond submittéls against the

Treasury circular was recommended in the initial guidance; this
recommendation is reiterated here to underscore its importance.

C. Trustee Arrangements

1. Recommended Revisions

* Assure the use of a "neutral" trustee not
connected to the operator in a way which presents a potential
conflict of interest. The banking institution the operator
deals with would be a neutral trustee.

2. Rationale -
* Some States authorize attorneys to serve as |
trustees; the use of an attorney who alsc represents the owner

or operator presents a potential for confllct of interest and
must be avoided.

D. Alternative Method for Problem Cases

1. Recommended Revision

* Allow for the use, at the Director’s discretion,
of & "time payment plan" within the framework of an
Administrative Order cn Consent (AOC) in cases where’ other ,
options have not succeeded. A model AQC and suggested criteria
for evaluatlng potentlal appllcatlons is supplled as Attachment
III :



2. ~Rationale

_ The model AOC is to be used for problem cases,
where an owner or operator has exhausted all options trying to.
secure-an acceptable financial responsibility demonstration - N
without success and remains in non-compl iance. " The AOC provzdes‘“
a viable alternative which would help avoid incurring a - .
potentially unaddressed plugging liability. The AOC offers a

cooperative approach which could allow for continued operatlon SR

under the terms of a formal enforcement action while avoiding
action that would drive operators to bankruptcy and avoid UIC
Program requirements. In any such case, the payment schedule
must be carefully negotiated between EPA and the operator to
assure reasonable and timely coverage. . ,

E. Plugging and Abandonment
1. o Recommended Reviaions - SRR
* Provides model documenta in Attachment ;V'to:_i
- call-in the financial reSpohsibilitfﬁ

demonstration from the surety, bank or trustee; . .
- . advise a trustee to activate the (standby) trust;

- solicit the interest of potential plugging con- . %

tractors in bidding for a furn -Key plugglng and
abandonment  job; o
- execute a contractual agreenent between tbe
trustee and the contractor: and
'~ use as a sample plugging %id form.

2. Rationale

* All the model 1anquages provided offer a :
standardized approach tc each step in the process of activating
the financial responsibility mechanism(s). The models alsg
should help expedite Agency directives through the trustee to

the plugging contractor and assure an envgvonmantally arotectlva SRR

well closure.

Implementation

The above listed points are recommended for immediate .

1mp1amentation A resource impact analysls of these activities ,

of ex1st1ng work load models is warranted only if these
provisions prove burdensome. Resource impacts of these changeaﬁ_
should be considered an integral-element of the Annual -
Compliance Review, UIC Program Guldance & 64.

Questions on this guidance may be directed to J. Howard
Beard at 382-7796 or George Hoessel, Reglon III, at 597-9928.

Attachments
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ATTACHMENT I

Areas of further investigation and analysis:

A. Financial Stataments

* Further study of current financial statement - gr;terlauifw;
and other alternatives to assess confidence levels 1n_;.p
‘their meaningfulness as indicators of economic health. = =

- and equity conszderatlons between large and small
operator stability.

" * Assess risk assocmated with trends and/or changes in

financial statement demonstrations locking at a-tie
between well field vzablllty and operatov stablllty

B. Bonds

&

Assess risk associated with current practice of blanket - _
bonds and the potential cost to the regulatéd communlt} :jg'

of ellmlnatlng them entirely.

C.  Plugging and Abandonment

*

Assess pctentlai numbers of wells currently not plugged~'-“

and abandoned within federal UIC program “urlsdlctLons

Assess environmental risks and fznanCLal impact of the ;

closure of such wells.

Develop a prﬂorltlzatlon $chema for actlon to address

these problem wells.



ATTACHMENT II
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3 UNWEDSTATESEMNRDNMEN?ALPROTECHONAGENCY
% REGION Ii!

841 Chestnut Buudmg
Prilgdeiphia, Pennsyivania 19107

ra

p

9’": e

CERTIFIED MAIL -
 RETURN RECEIPT REQUESTED

Mr. Kerry T. Snow,

Mr., Thomas M. Snow
Snow & Snow 01l Companv
P.0O. Box 67

Duke {enter, PA 16729

RE: Issuance of Administrative COrder on Consent (Windfall Hollow Facility)
PASZRII0AMCK : B ‘

Dear Messrs. Snow:

As you know; the U.S. Environmental Protectzon Agency (EPA}
issued Snow & Snow Tl Cozcany & notice of vieclation with a proposed
Admznlstratzve Order on Sep:e:be. 30, 1987,  Those documents cited your
company for violation of the Safe Drinking Wazer Act (Act) and the Under~ .

ground Injection Contrcl (UIC) regulations; specifizally, your failure

to submit an acceptab.e decgnstration of financial responsibility and

the necessary resources to ciose, plué, and abandon :the rule authorized
wells.,

We had several teiephone conversations with you in Oetober concern-—
ing the viplations at the wWindfall Hollow facility and the various options
available for compliance. These are incorporated in the text of the
enclosed ADMINISTRATIVE GRDER ON CONSENT. Please review this document
carefully and indicate vour acceptance of these tercs by signing and
returning it to EPA within thirty days. If no comments are received
during the thirty day period, 1 will sign the Order and transmit a copy
back to you. The Order will become effective on the date of my signature.

If you have any questions on this matter, please contact George‘
Hoessel of vim UIC Section at (215) 597-9928.

Sincerely,

"Alvin R. Morris, Director
water Management Division

Enclosure

cCl



UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
: REGION 111 AR

IN THE MATTER OF | Docket No. I1I~88-010-DS .
Snow & Snow 0il Company " FINDINGS OF VIOLATION = -
Duke Center, PA - 16729 : AND ADMINISTRATIVE ORDER ON.

CONSENT

Windfall Hollow Facility,
PAS2RII0AMCK

Proceedings under Section :
1423(c) of the Safe Drinkin . i
Water Act, 42 U,.S.0. § 300-~-2{c¢) :

:Tﬁe following Findings are maée and ORDER % CONBENT issued'unﬁ;rJﬁﬁésl.
aunthority vested in the Administrator of the United States Envi;;nﬁentali-A“
Protection Agency (”EPA”} by Settionul§23(c) of tue_Safﬁ Drinking Vafefn
Act ("SDWA™), 42 U.,5.C., § 300h=2(c). The Administ;atof has'dglegagéé :
the éuchoritj to take these actiong Lo the Regigﬂal Administra:o% qu': 
Region 1II, who {n turn has delegated them to the Héter Manay«ment Div£§i§5; ;;

1l

'Qirectqr of EPA, Region 111,
" FINDINGS

1. Snow & Snow 0il Company, ("Respondent"), is a‘corpqration orga=

nizec under the laws of Pennsylvania and is authorized to .do business in © ‘-'f'TK/
the Commonwealth of Pennsyivania and as such L5 a "persen” within the R (_ C
meaning of Section 1-CL{I1) of the S2WA, &2 U.S.C. & 2345(123.
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2o Requndent éwns and operates twénty-five (25) rule authorized
Class 1l enhanced recovery injection wells on the Windfall Hoilo?\facility
as defined by 40 CFR §§ 144.3, 144.6, 146.3 and 146.5. These wells were
inventoried with EPA on ﬁpril 30, 1984, by the formér owner, Russel A;.
Brenan, in compliance with 40 CFR § 144,26, érenan notified EPA in &
lepcer_dated'Decembér B, 1986, tbat‘the wells had been so2dfto the Reséon*
dent. The windfall Hellow facility is lécated in Otto Township, ﬁcKeaﬁ
Countf, Pennsylvania. | |

3. 40 CJ.FLR. § 144.28(¢) of the UIC regulations raquires the owner or
operator of a Class II well to mainta¥n financial res?&nsibility and re=
sgurces to close, plug and abandon;the underground injec;ion operation in
a ﬁanner prescribed by,E?A. Tne'financial responsibility assufancé was
due from the Respondent for the twenty-five (Z3) wel;s at the time of
their pur#hase from Russél Brenan in December 1986. Respondent hgs.féiled
10 subbit a complete and acceptable financial assurénge document and is
therefore in'violatioa of 40 C.F.R. § lé&.Zé{d).-

4o Omma snd , EPA Region III

issued Notices of Noncompliance ("NON"} and e proposgd Aﬁministrative
Orqer\torthe Respondent, citing thé vieolation in Parag;aph‘B.
5. Réspondent has demonstrated his insbility to obtain an accgpg?
able'financial responsibility demonstration by sﬁbmiiting:_
{a) A financial statement reviewéd and rejecﬁed by EPA; and
(bl lA rejected application for a letter of credit from yodr

T A —— " me———

bank in the awmount of § ; or-
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(¢) Two letters of rejection from regis:eted bonding companieé.
6,_ Respondent has therefore agreed Lo enter into a time payment tru#ﬁi } ' 
agreement to weet EFA's financial responsibility requirements through an
AADMIhISTRAIIVE ORDER ON CONSENT. |
7. Respondenc waives its rights to a hearing prior to entry of fhis o _
lORDER ON CONSENT under Sectmon IQZBCC)(3)(A) af the SDWA 42 U S Ci § 300h*2 o
(e)(3)(A); and to appeal the entry of the ORDER under Section 1&23(:)(6)

of the SDhA, 42 L.S.C. § 30Ch~ 2(c)(6) Respondent reserves all rights it'

f«ﬁ;uw

- may have under léu to obiect to or contest matters not walved oY stipulated
heréin; including, but not limited to,.(;) the factual predica:a of. any

imp051tion of stipulated penalties under Paragraph 11 of this ORDER ON CONSENTL]i;n
and (2) any refusal of EPA to ghaqc an extension of time under Paragraph 18 i

‘of this ORDIR ON CONSEAI.

- ORDER ON CONSENT

Based on the fpregoi#g‘Stipulaticns and Eihdings, having ;aken'in:o ;:
account (1) Respondent's good faith efforts to comply with Pact ¢ qffﬁh§ff;_¢[1”“‘
SDWA and (Z)Jauch other matters as justice may require inCiuﬁing tﬁe"
administrative record, under the authority of Section 1423(53, 42 O.S;C;_   '

§ 300h-2(a) of the SDWA, 1 HEREBY ORDER and Respondent he:eb§ stip§1acésiﬁ"""
that: o ‘ :

8. TH& provisions of this oamaﬁ ON CONSENT shall apply to 353456 ,'

binding upon Respondent, its officers, directors, agents, servants, em=
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pioyees or any successors and assigns of the welis. Regpéndent must. provide
notice thirty daysrin.advance of any transfer of ownership or operation
of these wells. Notice of this ORDER ON CONSENT shall be given.to any successors
in interest of the wells prior to transfer of the facility or its operation.
Except as provided hereinafrer, action,or inaction of all persons, firmé;
contractors, employees, agents or corpérations acting under, through or for
Respondent, shall not excuse any failure of Respondent to fully perform itsl
obiigacions under this.ORDER CK-CONSENT. For purposes of this ORDER ON
CONSENT, "Respondent” shall be defined to be sheﬂowﬁers‘or operators of the
wel}s;.ihcluding any suCCcesscors Or assigns. |
9. Respondent shall take the following actions in ac;ordancé with
Ithé following schedule to comply with the requirements of the SDWA:
a. Enter inio a trust agreement with a Federal o:_State recognized
trust making ingticution in accordance with the model agreé@ent

{dentified in Exhibit I by ( L1988 ).

b. Establish this trust in the amcunt\of S Qith.a‘
provision to include additional payments intb‘the trust
over the. time period 1988 - 1991, |
Co ‘Qhén any well listed in Exhibit 2 is reworked or tecongtructed
to enter into compiiance with the SDWA, the UIC regulations
ﬁan& the ap?licabie UIC program guidanceg, the Respondent
shall make a minimum one-half payment of the well's plugging
cost prior to requesting re~authorization to_ihject. Full
payéent-for any well returned to campliance in this manner
shall be reguired within 180 days éf the well's re-authorization

da;e.
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d. In any case where staggered payments are made és‘in paragféph:ﬁf

9(c) dbove, Respondent shall provide an up~dated trust‘agrééf.:-

" ment to EPA to document compliance with‘these'provisiohs. i S

e. Payment for all twenty-five (25) wells or the successful

_plugging and abandonment of wells net covered by the Respon— ,4.

dent s efforts under this paragraph shall be comple:ed by no

later than May 1991.
f. The total amount acceptable to EPA for full aoverage”shéilf_
be feevaluated every six months and shall be adjusted as .

necessary to allow for either increased costs or décredééd

plugging costs resulting from corrective action accomplished,

wells plugged at the option of the Respondent and for any

other relevant factors.

10. After the effective date of this ORDER ON CONSENT, Respondent -

shall not conduct any injection operations into the wells identified in_ﬁl

. ' / : . R
Exhibit 11 unless a satisfactory demonstration of compliance with the SDWA, -

the UIC regulations and the applicable UIC Prograsz Guidances énd the Prd-  '

visions of Paragraph 9 are first made to EPA.

1l. Im the event that Respondsnt violates any condition set forch

e

in Paragraph 92 upon deFand and public notice of the demand by the
Director, Respondent shaii pay stipulated penalties as followé:'
{a) ' Respondent agrees to pay a stipulated civi] penalty fotl
failure to meet the provisions of Paragrapﬁ 9\L) while
. restarting any 1njection well in the amount of SIOO 00 -

per well for each day the failure continues.,

'}/%gﬁ.
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(b) R29pondent'agree$'to pay a stipulated penalty for 33;

authorized'injection into any injection well at the Lawton

injection facility in the .amount of 55;000.00 for each day

that the injection occuts.

(c) EPA shall provide Respondent with written notice whemever

it determines that Respondeht has incurred & stiﬁulated

penalty as provided in Faragraphé 11{a) and 11(b) above.

Penalty payments as stipplated hérein, in the form

of a certified or cashier's check made pavable to the

"Treasurer of the United States of America", shall be sent

to the folilowing address:

A copy of the check should be

12. (a) 1In any case in

Regional Hearing Clerk

V. S. EPA, Region III

P. 0. Box 36015 M

Pittsburgh, Pennsvlvania 15251

sent to the following address:
Regional Hearing Clerk

U. 5. EPA, Region 11l

841 Chestnut Building
Philadeiphia, Pennsylvania 19107

which a member of the public comments on

chevstipula:ed penalty demand, the coﬁmenter.shall-have the right,‘and

"EPA shall promptly inform the

commenter of the right, to appeal the

stipulated penalty demand under Section 1423(c)(6) of the SDWA, and EPA

shall infd

%

under Section 1423(c)(6).

rm Respondent of the public comment and any subsequent appeal

" (b) "In any case in which Respondent contests the fact of an

x

alleged violation of any condition set forth in Paragraph 9 or 10, Respondent
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may request a.hearing before the Regional Administraﬁor under Section -
1423 (c)(3)(A) of the SDNA 42 U §€.C. § 300h—2(c)(3)(A)

13. (a) If EPA has not notified Respondent that there'has béén
public comment, on the demand, Respondent shall pay within forty~-five
(45) days after the déménd; or

(b) If EPA has notified Respsndenf in accordance-withtfa:éf 

.graph 12{a) above, Respondent shall pay: | | B
(i) _within sevent}-five (75) days aftgf the demana ¥n7: ; L

caseslof public comment without appeal; or i |

.-{ii) within ten (10) days of-EPA’s no:ice'that thé-re--1 :'

viewing Uwited States District Court has taken final action on,_"

the appeal by ot her than setting aside or remandlng the Stipu*_:.:

lated penalty. |

14, Tnis ORDER ON CONSENT does not constitute a waiver,'éuspeﬁéid§7f.-

or modification of the terms and conditions of the SDWA, UIC regulatiéné -

or conditions of any permit {ssued thereunder.

15. Violation of the terms of this ORDER ON CONSENT after its effec-. . -

tive date or date of final judgment in the event of an appeél by a Cog*_"
ﬁénter as described in Section 1423(;}(6)'of the SDWA, 42 U.S.C,‘§ 300h?. .g
2(c¢)(&), may subject ReSpondent.to further enforcement action, incluéing

a civil action for enforcement of this ORDER ON CONSENT and penalﬁiesffor‘

-violations of the compliance terms of this ORDER ow CONSEWT under Section o

1423(b) of the SDWA, 42 U.S.C. § 300h~ 2(b)
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16. EPA-shall have the authority, to the extent authorized by
Séctién 1445 of the EDWA, 42 ﬁ.S.C. § 3004~4, to enter the injection
”fa;ility an& all related locations at reasonable times and upon writtenm
notice. |

17. This ORDiR'ON CONSENT is #ot and shall not be interpreted to
be a permit for the injection of fluids under Seétion 1421 of the QDVA;
42 U.SAC. §‘3Q0h, nor shall it in any way reliévé Re5pondént of any
leigatioﬁ imposed b} any permit issued thefeunder,‘or of its obligation
to comply‘with any provisidn.of the SDWA, ité imélementing regulations,
or an} other local, state or federal law., Nothing cdntained herein
shall be construed to prevent or limit EPA's rights to obtain penalties
or injunctive relief for any future violations not otherwise covered by
this.ORDER‘ON CCNSENT under Section 1423 of the SDWa, 42 U;S.C{ § 300h-~2,
or other federal étatutes and regglations.'

i8. 1f any event Beyond the éon;rol‘of, and without the fault.of,
the Respondent occurs which causes or may cause a delay in the achieve-

: mént of any requirement of this ORDER ON CDNSEHT,‘Respondent shall
noiify EPA orally, within four (&) days of the time Respondent has know-
ledge oﬁ;the'occurrence of such event and the fact that ft will otlpéj
delay compliaﬁée. A written repor# of said event #hall be submitted by
; certifie& ﬁail‘to EPA within ten (lO)-days_éf the date Respondent beca;e

aware of the event.: Said'report shall describe the event, Its cause dgnd

all attendant circumstances, and the measure(s) taken to prevent or
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minimize any-auch event and to comply with the pertinent requirements of.

" this ORDER ON CONSENT as soon as possible, and the timetable by uhich
those measures are propesed to be implemented.

The burden of proving that any such event Qr-failufe'is caused Byﬁ

clrcumstances beyond the control of and without fault of Respondenﬁ,_agd '
the length of delay attributable to such circumstances, sharl rest with“w '
Respondent. Financial, economic, or business conditions, or changes in L

same, or unanticipated or increased costs or expenses, shall not relieveﬁfr‘“

Respondent of any obligation imposed under the terms of this ORDER ON
COkSEhT, nor from payeent of any penalty set forth in this GRDER:ON
CONSENT. | |

EPA will noci.y Res;ondenc of its determination as to whether the
circumstances are beyond Respondent's control. If so, the time forjr .

completion of -the affec;ed requirements shall be extended for a peridd

equal to the excusable delay. Respondent shall waive its claim for an -
extension 1f it fails to provide written notice within ten (10) working:,='

days of the date Respondent first becomes aware of the delay, or if e 0"

fatls to provide adequate proof of the cause of delav..

EFFECTIVE DATE

Pursuant to Section 1423(c)(3)(D) of the SDWA, 42 u.s.C. § 300h-2

(c}(S)CD), this ORDER ON CONSENT becopes effective thirty (30) days

from the date on which Respondent receives this ORDER, unless an appéal'w
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et ®

is taken bywi person other than Respondent who has commented on the ORDER
during said 30-day peficd pursuant to'Secpion 1423(c)(6) of tﬁe‘SDWA;

42 U.8.C. § 300-2(c)(6).

Alvin R. Hdrris, Director
. Water Management Division
EPA, Region III

Date _ Date

e aTg
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Draft Procedure for ObtalnﬁnH A
Plugging Cortractor

Write a memo- (sample attached) to 211l known 'plugging
companies with a Standard Industrial Classification (8IC):
Code and Industry No. 1388, Group No. 138 who may be
interested or who know of others who may be interested in
participating in the bidding process. The memo should be
sert on an area, county, state or regional basis as deter-
mined by the Director. '

Baseﬁ on the number of companies who express an interest

.in participating in the bidding proces, a list of compa-

nies should be developed for future bidding purposes. -
Every two years, the list could be formally updated by
writing a memo to all known companies slmllar to the one
ra‘e*erced abo

-

bids should bhe submitted on a stan-

11 turn-key plugging
ar? plugging tSid form (sample attached). 1If a subcon- =
ractor will be uvtilized for various aspects of the plugging
oh, thig ghould be indicated ard a discussion attached to
re Bid amount gheet., :
A time and date for the submission o*'plugging ride should
be establiched and each bidding participant should be
infeormed of this deadline. No %ids should be opened or
evaluateld prior to the deadline : '
Note: nlv one bid will be declared acceptable. The
other bids should be ranked¢, accordingly.

2 b;rr—kev plugging 3icb can pe cefined as an aaandonﬂmnt
job that inccrpo _*es all the labor necessary, rigs,
niveline, tools and services, cement, water, electricity,
bridge plugs, perforating eguipment, wireline and other
1ntanc*ble workover instruments necessary to complete a
plugg1ng job based on an EPA approved plugging. plan from
start. (move c¢n rig) to finish (move off rig and restore
land .gurface). Every turn«key plugging bid must take into
account all workover intangible costs as well as labor
cost,

- EPA shall, after determining an acceptable bid, direct the

trustee, by certified letter, to engage the selected con-
tractor at the agreed-upon price. Release of payment will
be contingent upon the documentation of a satisfactory plug-
ging jiob. EPA reserves the right to witness the plugging
operatzou, _



CEPTIFIED MATIL
FETUPN RECEITPT PEQUESTED

- . DBAFT MEMO TO TRUSTEE

Re: Transfer of Funds to the Trustee, } .
- for plugging and abandonment purposes. 5
_ Dear ' :
On _ + 18__, the U.S, Environmental Protection o
Agency (EPA) requested ' to transfer funds from

the following [bond or 1/¢] into the Standby Trust held by

.Name of well . (Bond or 1/c] No. e Amount

hzcording to the S:andbv Trist Agreement executed on o ",qf
18 , the Trustee shall nrovide pavyment for the cost of nlugging:
anz abandonmnwt for *He above injection well{s) upon receipt of
=
r'\
{

written notice from the EFA Peglonal AZnministrator., Payment .-
ist bDe made as cdesignatel In the written notice within fifteen -
%) days after receipt of the notice. R

The Trustee shall invest and reinvest the principal and income
of the fund and keep the funi invested as a single fund, without.
distinction between a:;nc‘“a’ and income, in accordance with L
generazl investment policies and guidelines and in accordance. tO3”
Sect*on 6 of the Standhy Trust Agreement. o

Within seven (7) days after receipt of funds into the Standby
Trust Account, you should notify the Regional Administrator or
delegatee of EPA, by certified mail, that the funds have been
received.  Commencing after initial transfer of the funds to &
the Standby Trust, you shall quarterly, at least ninety (80}
days after receipt of the funds, furnish to EPA a statement
confamif@ the value of the trust.

1f you hf%e additional questlons or concerns do not he51tate to
contact o of my staff at ' | ,

Sincerely,

Pegional Administrator or Delegatee



CERTIFIED MAIL .
PETUBN PECEIPT REQUESTED

. ' DPAFT MEMO TO POTENTIAL
TTPLUGGING cowTRACTOR

Re: Pluggzng and Abandonment te Potentlal
"Plugging Contractor

Dear

The U.S. Environmental Protection Agency (EPA) is in the process
of developing a list of contractors and/or consulting companies
who may be interested in part1c1pat1ng in the bidding process
for turn=- key plugging jobs.

A turn-key plugging job camn be defined as an abandonment job.
that incorporates all the labor necessarv, rigs, pipeline tools,
and services, cement, water, electr*czty, bridge plugs, perfor“
ating equzpnent, wireline and other intangible workover instru-
ments necessary to ﬁﬂ*p‘ate a plugging job based on .an EPA
approved nlugging plan from start {move on rig) to finish (move
off rig and restore land surface). Every turn-key plugging bid
must take intc account all workover intangible costs as well as
.labor cost. '

Turn~key plugging. procedures will be utilized in cases where
the owner or operator of an injection well has defaulted on his
regulatory respensibility for proper plugging and abandonment.
All such plugginz and abandonment cperations will be either
witnessed and/or reviewed at completion przor to release of any
payment.

If you are ‘interested or know ¢f a company who may be interested
in participating in the bidding process, please send the -
following information to the Pegional Administrator or delegatee,
U.S, EPA, [Address], Attention =~ Underground Injection Control:

Company Qfficial .-

Name of Company

Address of Company

Phene Number of Company
“Number of Years in the Plugging or Plugging Related
- Business

Year Plugging or Pluggzng Related Bu51ness Founded

List of Former Plugging Cllents

If there are addltlonal questions or concerns, do not hesitate
to contact , , - of my staff at - .

Sincerely,

Pegional Administrator or Delggatee
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LEASE NAME
LOCATION

o " DRAFT PLUGGING BID FOPM

FIELD

COUNTY r srATE'

PLUGGING & ABANDONMENT
ITEMIZATION OF COSTS

BID AMOUNT

Description

WOPKOVER INTANGIBLES

Unit Time -~ Normal Onerations

Pgads & Locations

Transpeortation ¢f
Ecuipment

sntractor's

Fuel & Flectric.ty

Water

B ts, Reamers & Cutters

Mud Materials, Chem:.c
Fishing Tools, ferv:c

ell Surveys & Locz:ing

- Special Services, EZguinTent
Rentals, Safety Ccontrol

Cerenting

Tubular Inspection

Perfcrating & WIRELINE

Supervision ‘

Workover Overhkead

Migcellaneous

Testing

WORKOVEP TANCIBLES

Packers & Down Hole Ffguipment
& Cement Retainers & Br*dge
Plugs

Tubing

Wellhead = all connect*ng parts

Flowlineg™::

Controllggze Valves

Dther No&wControllaule'Equ;pment

TOTAL BID AMOUNT

COMPANY NAME OF BIDDER

DATE

COMPANY OFFICAL

TIMF OF SUBMISSION

(NAME & TITLE}

__ Check if approved‘?iugging and

__ Check if Plugging 2id is for a
defined in instructicons. :

abandonment Plan is attached

turn-key plugging job as

o~



Draft Plugging and Abandorment _
Agreement Between the Trustee and Plugging Contractor

THIS PLUGGING AND ABAN:EN\E\"‘ AGREEMENT {the "Agreement") has been entered

into as of by and betwen '
(_date) : . {name of plugging contractor)
a . ', the "Plugging
{name of state) (corporation, partnership '
' association, or proprietorship)
Contractor®, and | : the "Trustee”,

(pame of Trustee!
WHEREAS, the U. S. Envirormental Protection Agency ("EPA"), an agency of
the United States Govermment, has- established certain regulations applicable
to the pluugmg and abandorment of the subject well(s) at:

{(Name Of f—acility) ‘ Location Field State

. Whereas, the Plugging Contractor has been selected by EPA to be the Plugging
Contractor under this agreement, and the Plugglng Cont: acto’ has agreed to..
act as the plugging contractor. o

“Whereas, the 'I“‘ istee has acreed to act as thé tiustee.

- MI«, T?ER..FO‘»‘L,, the Plugzing Contractor and Trustee agree as follows:

Sesrion 1. Deflmtlons. As used 1in this agreement

(A) "Plugging Contractor” means the individual or campany who enters
into this agreement oU any successor or assign of the Pluggmg
Contractor that agrees to plug and abandon the subject wells in’
ag:co*dance with the terms and conditions of this document.

{B) "Trustee" means the Trustee who enters into this agreement and
any successor trustee responsible for management and disbyrsement
of funds generated by a fortified bond, letter of credit or other
rrechamsn for the pwposes of pluggmg and abandoment operatlon. :

(cy . "Fac:Lhty or "activity® means any underground injection well
- ox any facility or activity that is subject to regulation by EIPA
mﬁe: the Underground Injection Control Program.
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() nm‘n_key pluggmg job" means a pluggmg and abandoment JOb that (

. incorporates all necessary laboyr, rigs, pipeline, tools, cament, ™.
services, water, electricity, bridge plugs, perforating equm;ment,
‘wireline and equipment necessary to camplete a plugging job based .
oA an EPA-approved plugging plan fram star t {move on vig) to flmsh
{move off rig and restore land surface). ery turn~key pluggmg
job bid mist take into account all wor.kove: mtangzble 'msts as
well as labor costs. o

{E} "Grantor®™ of the Standby Trust means the owner or cpexatbr Qho :
entered into the Standby Trust Agreament and who has defaulted on ,
his regqulatory responsibility for proper pluggmg and abart:lonnent. _

(F} - "EPA-approved plugging and a.bandoment plan” means the p&ocedu:.e
which details the necessaly camponents of an adequate plugging:
- and abandorment job for a facility as described by the Regmnal
Mnumstratoz or the delegatee.

- Section 2. Identlflcatzon of Fac111t1es and Plugging Estimate

This agreement pertains to the facilities and plugging cost estimates
identified in Schedule A, attached hereto and by this reference made a = |
part hereof. Schedule A lists, fou gach faclllty, the EPA Peimit Nurnbe., T
if applicable, the name, location, state and field of the well or wells and
the EPA-accepted plugging cost estimate.

Section 3. Performance of Turn-Kev P‘uaf‘ing ' ' SRR (

within days of the execution of this Anemem ‘the Pluggmg
Contractor must comp}ete the turn~key pluaging job in a manner that is
acceptable to the Regional Administrator ov the delegatee, The Pluggmg
Contractor accepts responsibility for assuring that the well is plugged _
according to the EPA approved Plugging and Abandomment Plan and nust submt

- adequate documentation of the same. -

Sec* 1on 4. Plugging and Abandomment Payment

The Trustee shall make payment to the Plugging Contracto:r as the E.PA ,
Regional Administrator or the delegatee shall direct, in writing, fou the "
cost to plug and abandon the injection well(s) covered by this Agreement.”
Payment must be made as designated in the written notice within fifteen
- {15) days after receipt of the notice. The amount due and payable to the
Plugging Contractor shall be no greater than the amount EPA determined to -
be acceptable during the bidding process. Release of payment will be
contingent upon and subject to adequate documentation that the well was:®
plugged in a manner acceptable to EPA. EPA reserves the right to witness
the plugging operation. R



Section 5. Successor Trustee,

The Trustee-may resign or the Grantor of the Trust may replace the Trustee,
in campliance with the terms of the Trust Agreement. The successor trustee
shall have the same powers and duties as those conferred upon the Trustee
hereunder. The successor trustee shall give the Plugging Contractor at
least ten (10) days written notice of the date on which it shall assume
administration of the Trust, and shall notify the Plugging Contractor of
how to contact the successor trustee and all other relevant information.

Section 6. Successor Plugging Contractor.

The Plugging Contractor may resign or the EPA may replace the Plugging
Contractor, but such resignation or replacement shall not be effective
~until EPA has appointed a successor Plugging Contractor and this successor
accepts the appointment. The successor Plugging Contractor shall have the _
same powers and duties as those of the original Plugging Contractor hereunder.
Upon the successor Plugging Contractor's acceptance of the appointment, the
original Plugging Contractor shall assign or transfer ths responsibility to
nlug and abanden the subject wells to the successor Plucling Comtractor.
- The siccessor Plugging Contractor shall specify the date on which it assumes
responsibllity to properly plug and abandon as EPA has designated, in a ,
writing sent to the Trustee, the EPA Reglonal Administrator or the delegatee,
and the present Plugging Contractor by certified mail ten (10) days before .
such change becames effective.

Section 7. Amendment cf Agreement.

This aoreement mav be amended only by written agreement subsequent to: the
written approval of the Plugging Contractor ard the Trustee with the EPA
Regional Administrator, or the delegatee. .

Section B. Irrevocabilisv and Termination.

subject to the right of the parties to amend this agreement as provided
in Section 7, this agreement shall be irrevocable and shall continue
until the subject well{s) are plugged and abandonecC as approved by the
EPA. '

‘Section 9. Choice of Law.

This Agreement shall be administered, construed, and enforced according to

the laws of: the State of .
: ‘ {Name of state}

Section 10. Interpretation.

As used in this 2Agreement, words in the slngular include the plural and
words in the plural include the 51ngular. ~The descriptive headings for each
. Section of this Agreement are for convenience only and shall not affect the
lnterp*etatlon or legal efficacy of this Agreement.
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IN hHINESSuﬁﬁE?EXF the parties hereto havé caused thxs Agreement to be :”
- executed Dy their respective officers duly authorized and the corporate
seals to be hersunto affixed and attested as of the date first above

written.

*

By SR
(Signature of Plugging Contractor Cfficial).
- (Title) .
Attest:
Tts:
(Title) :
(SEAL) ;T_-
By .
(Sigrnatue of Trustes?
{Titlel i
Attest:
Its:

(Title)

(SEAL) S S



' For Sample Use only S
Comparable Wordmg Acceptable L

SCHEDULE A - . R (

- Identification of Facilites and Cost Estimates.

'Schedule A is referenced in the trust agreement dated

by and between 3 | | ' ' - j*.’.- :

the plugglng cntractor”, and

(Name of Trustee)

EPA Permit No., if appllcable

Name of faczllty

 Location of facility (Section, Townshlp, Range)

Field

State

FPa-accentel plugging and
abandcrrrent cost estimate {BID)

- Date of estimate (BID) : . , . | '-A.-.:  {:

EPA Permit No., if applicable

Kame of facility

| Location facility (Section, Township, Range)

Field

State

:EPA—accethﬂ plugglng and o : ' ~ S
abandonmaqggcost estxmate (BID) ' . -

Date of estimate (BID)




DRAFT LLJAHQ‘ﬁD THE GUARANTOR

- CERTIFIED MAIL
- RETURN RSCLIP” ?:CLVC"““

REF: 4WM-GF

Re: Transfer of [ ] Surety Bond/Letter of Credit Amounts
into Standby Trust Fund , . ,

Dear -

Upon receint of your notice of cancellation dated | ' 1, the
U. S. Baviromrental Protection Agency (EPA) *ecuesced [ : ]
to submit to EPA alzsrmate f.nanc1a* assurance by | - l. To
date, EPa has not received e*na*lve ‘1nanc1al assurance from

] and you, I hereby
wing Boniis)/Letter(s) of Credit
. ' e

raty Performance Bond/Letter of Credit hgreement executed
r .
¥

Name of well BonC Letter of Chedis o, Amount. |
il 100

——

Wwithin seven (7} days of receipt of this letter, you are requested to
notify EPA, by certified mail, that the funds have been placed into the
Standby 1rust for for the purposes of plugging and
abandorment. :




-

If there are any additional questions or concerns, do not hesitate to .

contact | ' ]' of my staff at {404) 347-3866.

Sincerely yours,

Regional Administrator
or
© Delegatee

ce: Trust Company





